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Table 5: Satelilte Radio EQP Subscriber Forecasts

JPMorgan @

Subscrbers (000}
Poriod 2005 1306 <008 Q06 A006E 2006E 2007E 2008 2003E 20106 2015E
Totat Subu, EOP {000) 9,250 14,780 11,578 12,205 13653 +31653 17693 | 21574 25,540 1 29184 § 43917
¥y % ohg 111 0% | 1 /% 45 % 10/% 4% i/ 6% t9E% ot % 15 4% 14.2% 5 5%
M 5933 6 902 5500 7 186 /679 /629 %047 10 602 12,203 f4G28 | 21957
Wy %chg 53 SR o% o6 % 4% 8% 8% 18£% W 16 % MI% 63%
% offotal 64 1% t1 9% L9 % 4% vl % o 9% L1 % 49 1% 48:% 48 1% 30 0%
s 33T 4078 A578 L 118 6.024 6024 8651 10872 | 13,246 | 15156 ) 21.960
wy %chg 100 1% 167 5% 157 4% 135 5%  H1a% 41 6% 41 5% 76 d% 0% 14 4% 7%
% uflolel 15 0% 8% 40 % i14% 44 1% i41% 48 P 20 9% 51 2% 51.9% 50.0%
Retail Subs, EOP 000} 8,084 6,922 1387 7,642 8,348 8,348 9,524 10,292 10.498 | 10,421 | 8109
¥y % chg H1ga% | 108.2% Jag% 73 6% I % 42% 142% a0% 4 37% 4%
% of fotmi 54 8% G5 4% 47 0% 62 1% g1 1% 61 1% 53 5% 1% 41 1% 5% 13 5%
Pt 1,618 3922 4091 4159 4301 4,301 4439 4472 4345 4171 lceo
¥y Y%echy 50 3% 1% 61 5% 46 /% 13 5% 180% 12% 7% 2% J9% 4%
% offole! 59 5% 56 7% 55 4% 54 4% 51 5% b1 5% 5 6% 414% 41 4% 40 0% 380%
Gius 2485 3000 kML) 1483 4044 4044 5096 1801 6133 6248 5028
wy'%chg 1705% | 1/0% T4 2% o 0% G4 U% 26.0% 14 2% 57% 15% £.5%
% offolal 40 5% 43% +4 5% 456% 48 5% 46 5% 31 4% 56 6% 58 6% 40 0% 62.0%
13,455
Awlo!OEM Sube, EDP (000} | 3,094 3,592 4,141 4616 5,264 5,261 3,119 11,236 15,004 | 18,718 | 35781
wy % uhg 104.9% | 96 3% 42.0% 4 6% O 0% TU0% 2% 18 9% 316% 24 71% a6%
%of latal 31 5% 33 9% 35.4% ETt 38 5% 385% 45 8% 52.1% 58 % 684 1% a1 4%
X FIE 2541 2./87 2.006 2507 3307 4,583 6110 7,938 9814 18.8%6
wy %chg 73 7% 67.4% 50 2% J94% 15 6% 45 6% S8 6% 3 9% 23 9% 87%
% offotal F34% 703% 56 % G5 1% 6l 1% 62.9% 56 5% 54 4% 52 % 52.5% 52./%
Soum 624 1049 t3id 1ol 1454 1954 1529 5125 7 66 8882 1€ 509
Wy %chg Ja 8% | 237 0% 217 % E% O 1% 137 2% | AG % 45 % i 257% 5%
% oftotel 26 6% 29% Ji% Y% ML) ir 1% 43 5% 45 % 47 1% 47 5% 47 3%
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Table 6: Sateifte Radio Net Additton £sfimaies

JPMorgan O

Subsrbers (G00)
Pori 2005 1066 2608 J008 SUOBE | 2006E | 2007E | 008E | 2009 2010E 2015E
Totat Net Adds (000} 4877 | 1,230 998 iy 1.148 4404 4,040 2,889 3,975 3,638 2,278
¥y % chg A% ] 9% 14% Sho% av% | 9/% 4 % 1% | 24% -8 5% 12.8%
XM 2,704 569 198 236 443 1,696 1413 1560 1.7 1725 1,294
wy % chg A47% [ 5 1% .85% L3 /% 56 /% M| 6% | 104% 1 90% 14% -89%
% of botal 55 4% | 42 0% 9 6% 19 0% i a% | I50% | 0% | 428% 47 5% 56.8%
S 2173 61 00 441 0% 2,708 2627 23 2274 1,910 582
wi % chyg 145 4% [ 1492% £21% I 3 JE% | % J% 115% | 20% -16 0% -17 %
% of kel 496% § 5% 1% G0 1% o7 1% 615% | 450% | 598% | 572% 52.5% 42.2%
RetallMet Adde (000) 3,277 | 939 445 275 04 2,262 1,189 758 205 7 (574)
Wy % chg 456% | o1 9% S0 7% dd /% bt 2% To% | 474% ) 62% | f20% 137 4% | 8.6%
Xoftotai 67 2% | 63 U% 14 9% 47 % o 0% S14% | 294% | 195% | 52% 2 1% -25 1%
M 1723 [l04 168 59 142 583 137 n (127) 171} 223y
wy % chg a1 1% 4 9% 18 /% A% b1 &% 60 4% 78 9% FEU% | 4560% | J46% -11%
% offolel 528% | 362% 37 % 25 % 20 2% 0% | 11a% | 4% 61 9% 223 1% | 391%
Sus 1554 ] 53% Fy 206 LE2 1579 1,051 7e 333 4 {348)
#y % chg 1270% | 160 4% 17 4% i 9% TN | 16% J3d% | 210k | 541% 718% 16.4%
% ofiote! a7 9% §3.8% £ 1% 7 (% "3 o% G 4% da§.4% 5% 181 % 2I1% | 509%
Auto/OEM Nef Adda (000) 1,584 | 197 549 Ar5 644 2,168 2351 3123 | 3769 112 2,847
Wy % chy 62 i% | 557% 230% 26% a1 1% 6% | Jrew | 26% 207% -1 % -B2%
%of fatel 25% |17 4% L5 0% 65 % 47 8% 192% | 706% | 405w | T4 8% 1021% {125 1%
AM 964 a2 rs] 2 kgl 1036 1.275 1527 1328 1388 1517
Wy % chg 21 4% | 2848% 30 5% TA0% 1A% | 7% 231% | 19¢% | 197% 3% 7 %
% oftolal gL % hd /% 4tk M 50 % a8 /% 4/ a% #4/% 15.9% 48 5% 51 1% 531%
Sinie €20 <25 325 736 343 1130 1575 1594 1941 i 818 1,330
YN g 241 4% | 108 3% 1G88% B T% 42 1% 822% | 3g4% | 1% 21.6% -6 5% -107%
% offotal 292% | 45°% ‘g% i3 6% a3 1% 522% | 95a% | st1% | 51.5% 48 9% 46.7%
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Table 7 Saeille Radke Grows Additon Estimales

Period 7008 | 1Q08 2006 1008 I006E [ 2006E Y ZU07€ | Z00BE | JODSE ] 2010E | Z045E
Total Gross Adks [000) 5,651 | 1.967 1,757 7807 7.7 | 7556 | 6678 | a#iT 119234 (12201 | 15606
wy % hg 86 9% &7 1% SSA% % 15 6% 13 6% 14 9% 12 8% 13 7% 8.6% I3I%
xpt Totsl s Adds 41 1007 WE s LW A8 | a0 § 4958 5462 | 6098 | B1%6
% chy 603% |22¢% RN 172% 9% | 2a% baew 148% (198% ) 116% | d6%
% of Tolal 6271% Jatz%  #2/% 4% 6% | oo/% | s58% | 4at% | 48e% | S00% | 525%
“aus Tolal Gros Adds 2520 ) 960 g1t iid 1198 |22 | 4/08 529 [syrz |64 | 7419
vy % chg 1566% | 1609%  917% s7EM L% | 47/% | 265% [raom lesx | sex | 2w
* of Totat 7% | 48d% 47 0% UK n30% [ 493% [ 542% | sao% |staw s00% | 475%
Total Retali Gross Adde 4080 | 1187 832 594 1174 [ 286 | 3148 | 2902 [2842 Yi700 | 2009
ry%chg 103.4% §793%  40%  TI%  Wd% | 30% 90% | 50X | -50% |50 | 50%
% offole! #15% 50 1% 4/ 3% 43 3% W% 51 1% 16 3% 10 1% 25 3% 27 1% 13 4%
M 2214|518 409 116 415 1657 | 1133 [ 1078 Pt1oz2 [9M 75t
Wy % g 825% |240% 31% 8% 55s% | -252% | 1a% | 0% | 50% | 50% ) 50%
% ofreted S41% [ 425%  491%  u55%  a5a% ! 426% | 350% | 260% [160% | i60% | 360%
aus 1376 1670 423 38 8 2229 |201r |1we 1320 |1729 [1338
Wy % chy 1354% [ 1770% /5% 77 9% 752% ) 1E% ) 9% | 50% | a0% [|-50% | 50%
% ofmlad % a6 0% S45%  ceh% | 574% [ G40k | eron (haox |odow | senx
Total OBM Gross Adds 2561 T80 925 %08 1,058 3,669 5529 5,885 3,392 9,501 13,518
Wy Nchg es2% latim  w2s%  297%  wuk |423% | oov% | 245% [aram [ 132% | 55%
% uftctel c85% [197% 52 0% 7% /2% Lipe% Larv% | ovis jsa7% /Tox | 885%
AM 1916 | 491 19 503 616 2AP7 12338 | 1482 440 |S5127 | 7435
Wy %ohg 40 H% 2% 1% {1 6% 10 4% 1365% Jo 4% 22 7% 2/ 5% 15 5% 5/%
% of CEM 7e9% |azom  ssom 0% 2% | s9u% [ 510% | soex [s29% |seon | 550%
Teus 644 789 108 45 140 1493 2691 | J403 | 3952 |45 | 6081
vy % chg Jea2% | B28%  Ica8%  12/7% 5% | r11/% | a63% | 285% j1a1% |1a/% |52
% of CEM 2H2% D7 1% 44 1% 29 1% 417% 40 /% 48 % 43 1% 47 1% 480% 45 0%
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Analyt Coriification:

ihe rescarch amaived(s) denoted by an “ACT oathe cover abthasrepsat certifies fer where multipfe sesearch anelyds are prmoanly
resporeshle For th repeort, the rescarch anadvd denolad byan “ACT snghe cover or within the document indiradually coriifies with
respect byeach eourty o sauer ik the research analvd covers nthis researchl that, (1) all o' the wews expressed m s report
accwately refleet hus or b persomal acws about oy and all-d e subpeel v o esiers, snd (20 0 part o any of the tesearch
analyt’s compematon was s, orwill be diedtlv g indeecth elitea Withe pec die recommendations o views expresed by the
resenrch anaby a(3) nths repon,
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JMorgan wses the follewmg rating svsiem Overweight {Over the ned ax o twelve montha we expect s siock will outperform the
average Wal return of the siocks mthe anadvst’ s0or wy anabe s Wam ™) eoeroge wnnerie | Newtead (¢ aer the next six o tweve
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cnerage wyversc | 1 nderweight [Over e next e eetwebae montie, we spect this bk will underpertorm the verage btal retum of
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have recenved the proper option Fik disclisure dxanemts For acomy o the Cption © leanng Coporabion s CRaractersis and Rusks of
Stambaerdized Opons, phease gomiaet v JPVn Kepresendnee or Vism the C00 el at

B Zvuw pho scleal g oarp ulleatonyt ek kel ol

Legnl Entities Diwcksores
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Awsraha Limted (AN 52 002 5RE O1ZARS Lcenes Mo DRI wrepdaited by ASK Y ana 4 1P Morpan Seeurtes Audrahia Limited (AN A1
H03 2485 22VAFS Licence Mo 2360601 s g M larket Farhicipant wah the ASX d reguated by ASIC Taivan: J P Morgan Seeurtes t Tauwan)
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Valores Mobares (CVMand by the Contral Bank o Tragl Jwpmn: Ths materal s dutibaed 0 hipamiy 220 lorgan Soeuribes Japan Ca,
1id | whach wrepilated b the Lapan Fmancad Servees Spency 0800 Singapore: Ths materalis ssued and disributed m Smgapore by )P
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isdisclosed inthe Legat Disclrares section shove  Indbe For prooe coredaton me not (07 -ade Mew Zealaind:  1Tus moater il sosued and
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Chase & Co or iy affilnes andor subsidtanics (eoliectively JER forgany Jo not warrank s oompieieness of 1cCUEacy cxecpt with respect o any
wisclares relalive 1o JPAS ] andaor ats Wihates o the anibest’ s nvelvement wath the ssuer thal i the subject of the research Al pricmg s as
Wthe close of marker for the securmes dscused, wiess herwise stared, Upmweens and Stimates comtite o jodgment as o the date of thas
Materwi and aresubect by change withoul notce Past perliamanee o ool ndicative o futwre resuts This mater) s nat rlended w8 an olfer o
wilicitaben 1o the purchase or sake of amy Bnaresl mtrument The apmons ed recommuendatons berum do not ke mo csrnit mdindual
iens crcumstances, objectives. or needs srel are not imended o regommendiations of parnewlar securites, (inancal nstrumennts o stratages to
parbcular chens The recipsent -of tus report must make #s own independent dectsions regardmg any seGUnbiey of fnancial NSEWmeis
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Bear, Stearns & Co, Inc. - U.S. w Research
Jamnary 23, 2007

Soctar Rafing MergeCo Synergies Could Reach $6.7B

Galelle ConTruncatony  Merke| Waght

Companiey Covered * $6.71 in Synergien. Waith anticipation building that the 2ARS companivs may be getting
Comgany Cl. Price Ry coser 1o attvmpled maper, wewanted (0 quantity what the volue of'a MegeCo coudd be,
X SateBe Radn $1473 O In taking soverl smphitying and somotimes conservative ansumptions, we believe the NPV
s Satelle Aadi $385 P ol vav iy - syirpies could rah $6.78,

‘0-OutpaorP=PewPridonn U -Undemerdom

Sevurimg i thiy wporipricad as of: .

Jnuwy22, 2007 16:00ET o Mo Major Rev Henefltn, Our msumptions conservatively mcdude norevenue from additional
survies hencehts, a8 we beliave that Mage’o would noad to oporate both satellite systema for
the ner tam to wvord shutting off onc sysiem's subsenben. We think longer temm, potentiad
additiony) revenues conld augmant our synergies eslimale mawingtully. On cost savings, we
bulieve the lurpaest condribulor would coma from OFEM & Pmopramming. For the modt pat, we
ssaume prmict contanl costs wall not be adpasted signiticantly wter coming off contract, =
DARS will stllcompete with olher delivay technol ogics.

* Siock Implientiomm, We intnmsically value XM ot $17 by YE 2007 and a fair value cstimate
tor Sinue ot 54 wsumang o "meager of cquuls®, the Mage('e could be worth 520B or
approximately 527 pa shwe Tor XM and 36 per share for Sinus by the ond of the year. We
believe thal onby 2%aof the potential synergy benetit is incomonated hy the market into today's
stock prices (down from 2% awak ago)

* Merger Talk to Dvive Stocks. \We continue to believe that mager anticipation will continue
to dnve the stocks in the NT, outwsighing fundamentata. [Hence we have a positive bias on
the nume. However, we unduseors that we e unclear if a deal would overcome the
regulatory hurdle, whach could prove insurmountsble.

*  Setting 2107 Sub Ext. We have also neviewed our model to adjust for recent trends (wesker
relly We now watimae XM und Sinus will end 2007 with 92-93M uand 8.1-8.2M subs
respedtivelv. down from T0M and $.5M, nepestyvely

Equity Research Anolystis)
Robert S. Peck, CFA
212772 6665
peckEbanr.com

Furml Madiar, CFA
(12186130
nradhukar@bear om
Lilan ¥. Zhou
122721509
hougbesr com

Yicior B. Ardhory
2122729485

aclor anthonyg@es;. com

* AN mbery wre e Sock bused compensshont opatie Dewmuie with 2004 et thee ovpiowe wilioe saminliesd comiae w it B ion owarse policy. Prior yoaes ae Xt necessandy

WO Zed ) U Rt YOO Oy INE SOl o fes Poiicy,
Bear Stearms does and yecka (o do business wilh companies covered i ils roverch reports, As a nesull invastors should be awar cthat the fim
may have o conflict of intaest thu would atfect the ohjuctivity of this nport. Customens of Bar Stewms in the United Stetes oon recsive
independent. third-paty roscarch on the company or wanpanics covaed in this noport. o ou vost to them, where such research s available.
Cuslomers cun acvess Lhes independent recarch a8 www bearsteans com. independent reycarch orcan call (800} 517-2327 1o request a copy of
this resewch, [nvestom should consider this report & only asingie factor sn muking thewr ipvestment decasion,

PLEASE REFER TO PAGE 14 OF THIS REPORT FORIMPORIANT MSCLOSURES AND ANALYST CERTIFICATION
BEAR, STEARNS & CO. INC. 383 MADISON AVENLE NEW YORK, NY 1™ (212) 2722000  WW W BEARSTEARNS COM
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INVESTMENT THEME

Las year way a wougher than expected year on the sstellite ridio subseniber additions as well us the aellite stucks, Given a
pressing relail environment, many investors believe that & mereer of the 2 companies is a great solution that would mof only
provide a stronger proposition Tor comsumers e Futire (1 - greater chotce oF programming to one device;, 2 - 4 more financially
stable ! Mexable service provider). but would also prodiee tremendous anergies for imvestors, us duplicate costs get removed from
the mdwstry.  Therclore we lave worked out below what we think wouald be the likely sviergy lor the industry based on
conservative gssumplions, wlich we think could reach 86,715, We make several simplifying assumptions that we think could be
conservative amd goutd therefore provide Lurther ymide should o merger be attempled (and suceessial), such as: revenue from new
services, further capex reductions, and farger programmiamg savings,  We belicve that should anv attempted merger be o merger off
couasls, that the synergies could make XM and Siris <1ocks worth $27 and % respeetivelv. representing strong upade  from
vesterdays close, While we believe thut a merger would bring tremendous synergies 1o o rascent industry, we underscore that any
merger would be closely scrtinized amd that regulatory approval conld prove insurmonntable. However. we also believe that NT
movenient in the stocks will be influerced by merger potential and any polentind announcements.  We believe this to be very
positive and hence are Favorable to the group,

Exhibit 1. Merger Model -What Does that Mean for the Stocks?

o e s O
el (NN
o b NN Fortthomer $23% \> . \ g&%ﬁ
T O v \§ N \
- e 1\>\ N E
=\

N \

Sauice: Compan yGocuments Bear eemsd Co. inc

A LOOK AT SYNERGIES
Petential Synergies Valued at ~%6.7 Billion. There has been a lot of discussion about the synergies arising from a potential
merger between XM and Sinus. While there may be u dehate about whether the incremental revente potentia | from otfering value
added services, like wideo. tratfic and wearher, public satery nnrmanon. ete. s fzrger than the potential cost savings from the
addifional negotiating leverage vis-a-vis car manulacturers and confent oweers (NFL ML B, Howard Stern, ¢tc.), we believe thata
merger can create sgmiicant additional value for sharchoiders Our analyss wggests that the twe compames could generate a

peremental - 81, billivn in pre-fux synerpies by 2 .

brifion.
Exhibit 2 Marger Model - Operafing Pre-Tax Synergies {'000s)

2005A 2006 2007E M08E 2009E 2010E ANE 2012E 013E
EBITDA Difference TABAIE uakb e/ $R3R432 1570976 3646108 3898617
'mierest Incomeon Incremental Cash Lodh 5 442 40 4 97 2 b4 #d 833
CopialExpenditue Savings - - - S0 A5 00 135,000 55,000 129 088 125,600
Total Incrementat Dollars - - - $292.272  $5:M 350 S700903  $r1B33 3837 960 $1,108,450

Saure CompanyDoauments; Bear, Yeamsd Co .nc

BEAR, STEARNS & Q0. INC. 383 MADISON AVENUE NEW YORK. NY 1017 {212) 272-2000 WWW HEARSTEARNS. COM
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In owr modef, we have assumed the following Targer thomes.

D

Aggregate Subscriber Estimate Reoning Unchanged, The two companies continee 10 lace the same tevel of chaflenge
at retail as they are when they operate as tva separite companies. and that the deplovments at OEM level do not change.
As such we areleaving the subseriber estinmte i iaged.

XM's Network of GEQ Satellites 'tus Repeaters Likely will be the Surviving System. We also think that the XM
svsiem (wo geostalionary cateilites plus a aetwork of repeaters) hkely woald remuan the surviving system for the
Tollowing reasons (1) gaven dut e o satelliles yenimn atamiiny e shy relutne o the growd, its is casier 1o map
areas with deficient signals and te place repeaters, whnch Jeads to hetter signal recepion, (1i) the stationary factor also
results in the chipsets making less caleulations (o adjust Tor Doppler etteet, refledions. ete), which reduces the heat that
they generate, which could result in winaller portable products. s lower heat dissipation: and reduced processing puwer

could also result m higher bottery Iife undor Tower prodict wenht. and (iv) XM's radios are already in the process of

being deploved on larger nimber of OEMs which 15 0 more ditTicult progess and anv disruption could result tn a larger
losg of market power. Given this assumption. se are assuming that Sirias completes the manufacture o Sirius 5 with
certan modifications, ad discontinues spending caprial therealter

Conservatively Asuming Satellite Replacement Cyele Heging Mid-Next Decade. We have alse assumed that the
merged entity does not sturt mamulaciunng  (he next pencration saleliites immediately, rather replaces the current
generation XM satellites ay they reach end of Hie townrds the middle of the next decade. While this means that they
cunnot begin utifizing the benelits of the additional spectran immiediately, this also ullows them to continue serving the
¢xisting Sirhis retail and OFM cwdomers (or a signiticant period of time. As a resuft, while there could be significant
addiional revenues that the merged pluttorm can gencrate from enhanced services we mentioned  previousty, we are nol
factoring these meremental revenuves m our model. For the exesting satelliles that the two companies have already
contracied o manulacture, we hnve assumed that the satellites continue (o be manutactured. afthough with mexditications
relating to the spectrum utthzation (i.¢. for the Tull 25 MHz ruher than the 12.5 MEH. thut the two companies have been
allocated individuadly).

Revenue Opportunities from Utilizing Additional Spectrum Would be Incremental. [n our unalysis, we have not
tactored 1 gains from spectrum savings given our assumption that the merged company will replace the XM satellites
when they are closer o theiwr end of lives and discontinge the Sirns service at the end of the satellite lives. 1 the company
decides to replace the satellites earlier. it would incar merementyd costs of $4H00-5500 mmllion over the 2008-2010 period,
depending on the vos of refurbastung the exasting onthe growd spures and the cost of bunldin g additional spare satellites.
In this case. however. the combined company could begin olfering value added services (like video) immediately
thereatter which would be value acerehive. Hence, we would view the incremental investment as a positive contnibitor to
our synergies estimate. Given owr umwr\..llm. aﬁsuu_pttnns reparding the additona) revenue appurnnm\/, if the two
companies were [ aptes 1O Ve U spet 5 y 5
be valid. While a spectrum-related concession llkcly umld meun there may be an additiona) satellite radio competitor
down the road, we think the time to market advantage. existing OFM distribution agreements, chipset development  and
satellite munutacturing costs and tme Iikely could prove 1o be surmountable  challenges.

Incremental Revenues Limited to Advertising in Neur-to-Aid Term. The only incremental reventes we think the
merged enlity can start generoting afmost ymmediatelv after the merger 15 advertiang revenues that arise trom the
increased leverage from a subscriber base that 15 vrmlly doubled We have assumed that the merged entity is able to
generate the same level of advertizing sales per sub tor the entite entity us we are projecting for Sirius on a standalone
hasis on the assumption that Howard Stern likely salb remnin a sigmiticant draw tor advertisers and they will pay to get
access to the mcreased sub buse. The mcremental revenue line tlem o the mcome slatement merely retlects this
USSUMPION.

BEAR, STEARNS & OO, INC. 383 MADISON AYEMLE NEW YORRK, NY 1179 (212) 272- 300 W W BEARSTEARNS. COM 3
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Exhibit 3 Marger Modal - Valuation (000K

— I — — —
2007€ 2008E 2009 J010E H11E W1E J013E Nemnalizd

Cperaing Income (LEIT) LG74.975)  SE05615)  L.u4q8/ L4168 91000012 $1520036  $2.021.H7 2021917
L«#ew Cash Taxec an Operaing lncoire i b} 1,997} 0317 4 A6 (:.699 {1,449 (7,296} AR08, 67
et Operating ProMt Less Adjuated Taxes $(927,920)  5(207,807)  $389,570 SEIT T $4197,313 51516588  $20108N1 $1,212.150
Japrermion & Amotzshon FEENILL] LN ) RAREY Ty 199 196,118 196 690 196,758 1496 758
Changen Wordang Captal 2hG.24% 22104 JAN 1:8.097 115,325 38 698 {27.939} (77 .939)
Capiai Ependitums 1427.230) (17 288} 120 LoDy {0 000) 120.006) 130,000} 134,000 (196 758)
Other (Privmly "ok Based Comgensation) 14008 Aty b0 LRL] 144914 261719 Hi5 43 o4 607 145 607
UnlsverndFrua Cash Flow $(201.903) 5496515  $1.264.454 $1595651 $1.840495 52037768  $2.501.048 $1.528.818
Sum af [heFY of Inlenm Unlevered FCF 16,483,704 FAs o
NPV of Unutized NOLs 1530 646 Fuk Frea Rate (R} 50%
PV of Termaral Vale o Azm € drrwlvd Fquty Kk Premim {R,-R} 5 4%
Impll ed Enterpine Valus $20,427137 e ta 1} 164
Add Tqutyn Canadmn Ventures, WHIP 00 000 od of Lquey (K,) 118%
4dd: Option Froceeds 432 455 ogt of Debtyk ) 90%
Add: Cash & Fquanients 108197 ! amet CebtiCapralRalo 15 (0%
L esx Debl & Prefemed Lhe1 448y laxivaty MN0%
Equily Valos 519,896,536 ighlad Average Cost of Capdal WACC) 10.9%

G (Pocpeiual Growth Rate) 4.0%

Tewrmal Muliple (1 *CYWACC G} 15 9
Merges Co [nlefpr- Vale 8204274 :0 rpded Jenmnal Yo Mubple on £t BITDA 9 6x
t esx OCF Emterpnes Valation of XM 16 908,010 |
L esz OCF Enterpnes Valntion of Simia jo875.916 NPY of Synergien
alue Aﬂﬂolm ¢ §6.683,211 Syner

Source. ConpanyDocuments Bewr. eams & Co /nc

Sensitivity Analysis Supgests Sipnificant Variability in NPV Depending on WACC and Perpetual Growth Rate
Assumptions In the valustion presented above. we have assumed thut the combined compamy cquity trades at a beta that is 10%%
lower than the average of the two companies currently. reflecting the lower murket perceived risks to the cash flows of a
combined entity. We also assume that the combined compay™s cost of debt s 94, in line with our assumption for XM, All other
assumptions  have remuained unchanged from the individual modefs. Note. using owr beta assumption for XM atabout 1.8 would
imply a synergics valoe of $5.5 billion. Further, using our beta estimate for Sirius of 1.9, the NPV of the synergics would be $4
beilion, or stil one-third of the current trading enterprise values of the two companies in aggregate. As can be seen from the
tollowing chart, the NPV of the synergres is extr emely sensitive to changes in valuation assumptions.

Exhibit 4 Marger Model ~Sensitivity of NPV of Synagies to WACC and g Assumptions (‘000s}

impied Beta (B} » 105 150 164 178 192
Weghted Average Cosl of Captal WACC) > 9% 10.4% 16.9% 11 4% 119%
L 1% 57580786 3E214.08 35015, 31353094 3300525

34| 8663984 /130798 5/97665 4626849 589744
10%] 9931691 e1901/9[ G893,311] SI91527  4.2483:4
[ 4zl TT4I4621 5429431 7728918 BZ67.053 4996030
Jooow| 13244037 10808630 8940488 /273873 5852265

C (Perpetual Growth Hate}

Souroe ConpanyDocuments; Sear Yeams & Co fac

What Does that Mean for the Stocks? Our 2007 vear-end tiarwet pice For XM s $t7 Assuming that Sirius trades at a marginal
Y discount 0 XM at year-end (hased on our cxpectution that s subseriber buse ikely will continne 1o remain larger than
Nirius’ ), the implied fair value tor Sirios is 34 per share Disconting the valuation to jeday’s date (using the respective costs of
ciuity) would imply current fair valves of $14.75 for XM on a fundamental basis. and $3.70 For Sirius, Given that the stocks are
teading at levels higher than the implied fair values odav, the market is wready impounding some of the synergies in current
valuations. [f we similarly Jiscount the fair volue of the £Vs based on the DCF valuations o today' s date fusing the weighted
average cost of captal), we get a total EV ol 8124 btibon tor the two companies. which is about $100 million Jower than the
cuerent combrned valuntions of $12.5 billion betsed on carrent share pnu.\ H.w.d onour estimate of the NPY of rbc s‘\mrgws at
$6.7 blhon, ths imphies that the marke) 15 alre ; : ;
about 25% a week apo), which could also be tfen s ¢
cunsummated. Assumipg thyt the two compuinies o)

577 for XM L2007 sl 61

$5.50-6.00 for Sinus,

BEAR, STEARNS & CO. INC. 483 MADISON AVENUE NEW YORK, NY 10179 (212) 2722000 WWW BEARSTEARNS. COM 4
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Exhibit 5.Merger Model - What Does that Mean for the Stocha? (000w, Except per Share Viues)

YE 2007 Vaiue as of Today. 112312007
ImpilegDCF Yalus Cuent Share Picen | DI {CurFalr Valueg} |

Por Share EnfValue) PerShare  Ent Value] Por Share,  Ent Value] Per Shar Ent Value
M Ealelte Raco F17 3k AG3 010 $1477 36047 /45 31473 130 4) (3196997
Jrug Satelte Radig 4 5,325 916 16/ LRI RN M) g1 285378
Total $13.733,92§; $12,377.848 $89,384
Total Extimated Synerpres $6,697.211 $6,075,377] L % of Synergies
% of Synargies Almady Impoundad 15% [ Already

n (r:unll Stock

Marger Scanado. Merger of Equais
Valuations

% of Entergese Vi uas
Shared by Eack Company
M Setuilite Radie 50.0%
Sinus Sate(llie Radio 50.0%
YE 2007 Pat Shares Valuss as of Today: 1123007
lmplied Curem Potantial % Upside  Pre-Merger Valus NPY of
Pat Share Ent Vaiue | DCF Value Priges Upeide DCF Value | dad Synerginy
AM Salelte Radio 32657 510213569 §2411 3141 $0.38 61 7% §1477 (50 04) 39
Zmyy Salelte Radia 628 19311469 571 135 188 @ 4% 167 018 2
Total $20 427,137

Source. ConpanyOocuments: Bear. Searnsd Co inc

We also present a sensitivity of these current valuations 10 chunges in assumptions  rasrding the WACC for the combined entity
(which changes the NPV of synergics) and XM's share of the combined company's EV.

Exhibit 6 Merger Model —What Doss that Maen for the Stocks? - Sensithity Analysis

Senadivity of XMSR Cumeat Valuation to WACC and Shate Assumptions

Weghted Average Cod ol Capital WACCH = 99% 10 4% 10.9% 11 d% i13%
1 460% 32614 32387 32192 $2022 $1877
AER' Shane of EV 48 0%, 2743 2505 2301 2174 19 68
Valiaton of Merged Entty 50.0% 2871 7 24 734 08
I 5¢0% 2999 242 1 2328 2161
L40% 3128 28.61 2631 2412 257

Sansifvity af SIRL Cument “atuabon o WACE andShars Assumptions
Weghted Avarnge Codl of Caplal WACC)y————o—————p 3 3% 10 1% 10.9% 11 A% 11 9%
54 0% EEFH 36 65 617 EXE] $5 38
GAIs Char of EV 5¢ 0% b 95 6 d1 594 54 218
/akiatan of Merged Enldy 50 0% b b8 66 __s71] 532 4
460% g4 591 548 ERT| 478
46 0% 6.14 5 66 575 439 448

Sourte Conpanylocyments Bear Jeamsd Uo inc

A LOOK AT THE FINANCIAL STATEMENTS OF THE POTENTIAL MERGED ENTITY

Chur analysis suggests that the two compames could generate an neremental -51.1 billion 1 pre-tax svnergtes by 2013, which
would result ina wx-adjusted NPV of synergies at abour $6.7 billion. Nore that in our merger model, we are projecting unutili zed
NOIs remaning on the balance sheet, mmplying that the nereinental revenuve opportuityve ost savings all tlow directly to the
balance sheet without uny cash impact in the respective vears until the NOL s are exhausted.

Incremental Revenues Conservatively limited to \dvertising in Near-to-Mid Term. As we stated carlier, the only
incrementzd revenues we think the merged eatity ¢an start generating abmost immediately after the merger 15 wdvertising revenues
that arise from the increased leverage from u subscrrber hase that s virnally Joubled We lave assumed that the merged entity is
able to gencrate the same level of advertising <ales per sub lor the enbire entity us we are projeching for Sirius or & standal one
bissis on the assumption that Howard Stern lkelv will rerman u siginlicant draw lor advertisers and they wiif pay (0 get access
the increased sub base. [hencremental reverue line item o1 the meonwe stutement merely reilects this assumption.

BEAR, STEARNS & CO. INC. 383 MADISON AVENUE NEW YORK. NY 10179 (212) 272-2060 WW W BEARSTEARNS, COM 3
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Exhibit 7.Mergs Model —Incoms Ststement |'000s)

Kay Subncrber Matnca
[ minglubanbent
GromInternaidddions
Netintemaidditons
Talal ARPY, indudngAdwrieng
Imp hed Monthiy Chum

CHGA- Cod Per GoosAddion

Income Satament

Revenues
lubsaberRevenies
FqupmeniRevencon
NeiAd SelvsRevunuesy
Aoyadesd Aher
MergarRelatediyne igey
— Adverlisng Dalsx
- Advancediervaer

Fotal Reveanuwn

OperatingExpenses
RevenuaShare andRoywls
Cod of Equpmantales
Adweitmng Jaler
CugormerCare 8 Dling
Oroadod & Operatons
Prograrrming & Content

Total Cowl of Revanus

Hosemwch& Devalopment

Gengral Adnmsirainn

Total Pre-Mark sling Expenzes

MarketingExpe nues
MariatingHelntedtxpenses
Arrorizarion of GMLebity
Totai MasketingConts
Total OperatingExpenses

OperstingCannfiow(EBITHA)
Daprecatond Amorteston

‘to ckBamed Compensation
Opa ratinginooma (E8IT}
littere st comm
naresiEspence

£ quiyn Incomeof Afflalse
Otherincorw (Expense)
Prtax Income

Income Tax

NetInoome/ Lose
PrismdDutends

2005A 2006E

9.250 13,692 ir,106 21598 .t
6,667 7L 8.651 LRV 32
4477 4,402 3.754 2481 2619
$6./9 i1z F i ] §s1z1/ 31776
7% 2% %% 4% Jb%
4143 134 3170 i85 W5

/36,793 3189765 31571014 37188058 §7 433237
30453 6552 wel6 P13 43064
26,224 9,963 157585 0764 199350

rH3 15943 ATleD w9p77 1609
- - - 11698 114448

$B00.511 $1528,223 $2,954,055 $2,812,157 §3,432.014
$84599  §154018 $/19519 5789180 )91 28t
52534 /B3T3 /9008 31164
10058 t4g79  VEBBE 9007 198M
122875 182947 JTGEZ 69947 78509
1280 149152 148807 IN3u87 S ENY

20203 W09 WA GO WK

$502,34% $4003,067 51,200,023 §1,445,809 §1,602,875

4043 0806 107446 B1N7 S5y
00635  L0/e8 1565 145248 Lild
$791,37  §1,281,890 $1,558.319 $1.672,769 51,775,168
34916 1B 218 5965 43 /96D §772.459

1280 97Rl 2623 2 618
$992.87 $1,042.979 5991711 $802,200 $749.097

$1,773.554 $2,320.8768 $2,550,030 32,475,968 $2524.265

$(973,043) S(901.654) $(395.975) 3336180 $307.748
12374 V6857 10084 261853 SINi62
$(1,349,00515(1,497,945) $924,975) $(705.615) $394,887
50464 53603 10572 14752 /839
(1531520 (178.97) (162948 {155 984) (154275}
o (Z2796)  {7007) 12823) (810

21 4 U = E =
$01.489,491)8(1,014,509)5{1,094,44T) 5339670} $258.87]
4841) (48N ARy (dadd) (L)
$(1,494,132)6(1818,004)$(1,097,93) ${363,156) 325634
I - T

|
$4,502,729)§(1,826,0808(17105 9 18) $(371.141) $247.362

76094
10324
o7
33N
2%
$7t

$3.701.8/5
45510
575,608
43 689

158 395

13,975,676

348075
84 939

4 510
28411
143,340
575,469
$1755,594
&1 450

5778 %5
o

$754803

$2.587,177

§1.208 899
195,309

L2
$841,360
41,460
{168.047)
.21

$717.568
(1485}
s71m8

i

21,59

10847 11568

1303 1004 1.4/6
§1378 §1415 31459
8% 28% 29%)
567 363 362

$3527,635 $3.829.397 3412450

46,864 193681 40,503
41047 4G 80T 821,60

45,873 48.167 50,57
+04548 247671 280 484

84,456,557 $4515,374 85.329,07

™17 $519558 5485064
28337 21142
b7 91 LER{]

709G 526.183

18,211 173518

D510 [BO1ZB

$1,236.873 32059230 $1,
61107 4914

§/05 114 5776687
6528 (6478
3754 551 $762,925

$2,874,043 $2,009,168 52.910:?
$1592,555 51,506,208 §2,387.32

196,113

5 4 183483 L

196 690

$1.201042 $1,520,035 $2,001,9¢

82439 130175 1909

(146669 (109810) 71,334

[5.170) 14,616)

$1.13¢419 $1535,784 $2.137.

t

$706,09T 51,113,940 $1.524.313 $2,128,35

(489 (14l i
$1.127.92¢ $1,532,299 §2,134,24

280,484

181,109

37,44
312,043
$83 374

154134
583,189

$166.851

5190.411

240%

518%
26.9%

6.7%

24 4%
™
% 5%

13 4%
5%

18.0%
(i

045%
2 BY%

o
§5.5%

Source. CompanyDocuments, Dear, Jeamsd Co Inc

Cost Savings Could be Material. In the following section we discuss the potennal co avings by line item.

@ Revenue Share and Royatties. This 15 the second largest expense line for the commny exclding marketing, and given
the increased leverage a combined entity may lave celative to the OFM manutacturers, coud be a sigmiicant source for
cost savings in the future as the OCM manutacturers renew their existing ugreements. While there 15 significant scope for
cost reduction as far as the GM agrecment s concerned {(which was the liest ever OFM deal tor sutellite radio, and
includes virtuallv onerous revenue share tor GM ). we think the inereased leverage tor sateilite radio is unlikely o result in
any sigmidicant cost savipus for the tollowime resons () there are addittonal media ente rtmnment options available in the

cars today, and increasingls n the luture, nxluding metnle videe tWIMAX, 350 Wireless), 1PODs'MP3 Plavers (that
coudd offer video i addition 10 awdio), terrestrial redin including Hi) radio, that wilk nereasingly crode satellite radio’s
uniqueness, {11} satellite radio will need to continue 1o adeguaiely mcent the OFEM manutacturers Tor support. As a result,

we arc onty agsurning a 3 -pount dk

chue 1 avera

e rtes o X%y tor the OFM revenue share. and that too, in the outer

vears when 1he contracts come upfor renewal: howewer, the savings could amount to nire than 3200 million per year. In
the near-term, however. given our assumption that MergeCo will begin selhing onlv XM's radios, MergeCo likely wall
need to pay lechnology rovalties on the chipsets, currently esiimated at about 2% of resenues. While MergeCo probably

BEAR, STEARNS & (0. INC. 303 MADISON AVENUE NEW YORK, NY 16179 (212) 272 2000 W W W HEARSTEARNS. COM
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will rencgotiate the royalty levels, we comservatively think that the combiped companny iy {zve 10 pay more fechology

revalties than that currentty projected moowr sandatone XM model.

Exhibit B. Merger Model ~ Revenue Share and Royaities (00Cs)

J005A _ :008E  J007E_ Z00ME 008 J0I0E J011E_ J0M2E__2DWE “05A’1ICAGR
CumentRevanusSham andRoyalties 384,599 §154p18  $219519 SIBIOTD  SI®I V51 346).484  §537,89) $606.427 3666471 1.4%
Lea Savnga = _ — . JEN R -1 R DL B VA Ry R T PR 1]
RevenusShare 2ad Royaities $T459% {5401 $21931%  $7B9.180  §394,2B1  $479.075  WIDAIT  $613.558 $4B5 068 24.4%
M Re s framFramotion s {Grass Adds| 324,488 S6Azt 9120667 1417 1181 J19% 696 §971 143 S1869%1 3193101 292%
GM RewsfromAvernge Bose 6124 212260 2146 bl 105D Y 399 15663) 15.0%
Total GMRelatedRevenuas $470,812 3200681 $249.019 8336920 $4187H 3435649  $547.93% 5502201 5649738 18.2%
Pre-Me nger
RevanysSham $59.819 $97.489  $99.60B §114768 S1B7.S5E  $U1B,542 $248573 5270991 $292381 2HI%
Rewanuabhare % 35 0% 18.8% 10 0% 400% 15 0% 45 % 45 0% 45 0% 450% Contract Renewaiin
Post-Merger Saplamnber 2013
Revenusharn $59,819  $97.48%  $95.608 $134768 187558 5210542 5248573 $27099% 429,947 / 10 2%
RevenuaShare % 15 0% LB 8% 40 0% 400% 45 0% 45.0% 45 0% 45.0%
Savings - - - - - - - —  H82434
TachnologyRayaltiag
Pra-Meger
TechnologyRoyaltyExpenae $12055 $1507 519489 521778 328088 $11743 55388 $INIF  $42.200
Royaly{% ofTolaiRevanugs) 22% 1/% 17% 1 7% 1% 1% 17% 17% 17%
Pout-Narger
TechnologyRoyaltyExpanse $12,055 315,977 $19.499  $24598%  3)55%8  §47.324 387611 $82947  P39.041 2BE%
Rayaly{% ofTotalRwvanues) 17% 17% ti% 1'% 1/7% 17% 17% 1% 17%
Savinga - - o MAZN0)  SP.590)  S(IS5BY)  §12.225) S(4009) $i47.531)
AverugeSubsonberBase 144 Bo9 1401 2,023 59 2052 1477 1,850 4.161 36 5%
AverageR everiger OEM Subsorb e 31187 §11af 12 1 31274 §1260 11285 313 1 133 51364 17%
AtributableRevenues $49.056 $11953% $20060  §298.750 $089. 898 $470.547 646,927 $617.560 $6B0.976 38 9%
Pre-Marger
RevenusShan §42,264 520885  $30,902 700N 9T AT S117837 5138732 §134.390 3170219 BI%
RewenusShae% 250% 0% 25 0% 250% 45 0% 25 0% 25 0% 0% 250%
Contract Renewalin
Posi-Merger Saptembar2012
RevenusShars #2264 529885 50,907 374308 §97472  $U7037 436,732 §123.612 6,175 3 .1%
RevanusShare % B0%  250%  S0%  /50% 0% m0%  250%g] 00% 3 200%
Savinge - - - - - - - SIBIE 534044

Ave 13 eSubsonb e Bo e 13 [ B 1.2 1370 24!9 3.!)!2 3,54! ) 94! 104 !'i

AmmgaRevenueper DEM Subscrber 31187 11 87 §12 11 $122% $1760 $12.85 LIERY 11797 513164 7%
AtributsbleRevenuan 11,044 $10,726  $75B9M  S182405 $282629 $382209 $476.E08 3568473 3645163 108 0%
Pre-Merper
RevenusSham $461 $2.684 $18,924  $45601 $70,657 §95,577 5119202 $142,108 151,281 108.0%
RevanusShare % 25 0% 2% 450% 0% 25U% & % 5 9% 0% 5.0% -
Post-Marger
RevenusShan $461 $2.881 $19.924 545601 70,857 $95572 $11%.202 $142,100 129.0 102.2%
Revenusshare % £50% 250% 5 0% 250% 25 0% 25 0% 3 0% 25 (1% W Ford has the option
Savings - - - - - - - - $32.258 to exiendtheagrestnent
untit September20+3
Howard Stein Subs RevSham .
Awgrage IncrementaiSub Base - 18 334 c4h .- - - - - -
Awrage Rewnusper Sub 31024 51076 51049 §1055 51083 31108 N AT 51140 18%
AtrbutableRevenuss - 5147 1194 $31 170 - - - - - —
Howard Stam Subs RevShare - $12m2  s2r7od §7.793 - - - - — -
RewGhareas %of Rewvenuas 250% 0% 0% % 0% &5 0% 5 0% 5.0% 5 0% -
Howard Stern Ad RevShare
Awrage Incrementaityb Hase - 424 524 45 - - - - - -
Awarage RevenusperSub 5027 30458 08 3148 §191 5229 52 61 3785 5400 5%
AtrbutableRevenues - 32645 3§11 140 4 455 - - - - -
Howard Stem Ad RevShare - $734 sz.87 §1.092 - - - -
Revlhaie as %o Revenuss 4 0% 25 C% S0% 29 0% % 0% 25 0% 0% 25 7% 25 0% -
Soume Companyloquments. Bear deamsd Co. g
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A Customer Care & Rilling. For costomer care ¢llort, swale 1s amportant only upto o cortain entical level, after which the
cost per average subseriber stabilizes. We think cistomer case costs per averape sub will decline 1o about $1 fevels in the
vuter vears Tor both the platforms. For some of the ¢xpen ses. ke credit card processing Tees, the costs will not decline
even if the two platforims merpe, however, certnn other experses, fike infrastroctore, the cost per average sub may
actually come down slightly with o simgle ofterimg and the Tigher scale, As such ., we estunate 2 30%% degling | i
cos8 uker this ling item for the merged entity. Note that initlly, s the two companies begin to merge operations,
vustomer care expenses ry actually icrease as the customer care reps begin hundhng the transinon. However, since we
assume that the two systemns will continue o broadeast conent (and no single ot of subs will be disenfranchised by the
move), the disruplion hikely will be nmamal

Exhibit 9, Marger Model - Customer Care & Billing {‘000s)

2005A J00GE__ J007E__ 2008E 2005 2010€ WHE_ 201IE 2013 _ 05A- 1ICAGR
TurentCustonerCared Bifing T122.075 S102947 %227 062 5760941 S300746  5375,809 ~ §348,766 562,425  5374,33§ 14.5%
Legs Sawngs - - — - ool Joedd) DASN) 26243 AT ALY
CuwlomerCare & Billing $122 878 $102,947 $2270€  $269,947 3285)09 294,421 $312,00  $126,131  $I36,902 12 4%
Yo¥ Growth
CumentCustomer Cares Liing 489% 4% 18 9% 174% 4% 6% 15% 33%
CuslomerCare & Bing 188% 1% 14 5% 8% 2 9% 6i% 145% 1%
M
Customer Carefxpanses $76222  $110505 3123435 $142834  515/881 S171081  §:83312 5193885 5201548 12 9%
Average SubaBese 4581 6746 2,441 10147 1.4 13 061 14:97 19484 16,499 17 4%
Cost per Average Sub 5119 $1 36 12 $117 $117 3108 0o 3104 $142 (387%
Sinus
Clistomer CareExpences MEES]  $/2642 3100647 SIEZ0t3 $142735  $15.420 $153 454 S168540 3172588 17 8%
Average SubsBase ppal] 46/0 7 089 9065 JOEIE  1°844 12745 12460 14,130 2%.0%
Cudper AvermgeSub 1174 3130 §172 3117 it 2 3109 s107 $104 5142 65
Tamguas %of SusEpenses = . 1LY 0% TCO% W% 00
Savings - - - - K507 S32880  SA4ETT B3 §IT.4M

Souce. Companylocumenis, Bear, Jeams & La inc

@ Brosdcast & Operativns. We have assumed thut Sirtuy’ system would be discontinued  when it reaches end of life, likely
in early-to-mid mext decade. However, with the increasing scale, it is possible that the merged entity fikely may decide 10
mprove als nelwork coverage with more repeaters, or even niore satellites. On the space segment side, one of the things
the MergeCo can do 15 add a satellite with more powertul beums that are aimed at certun locations, like New York, where
the higher satellite power levels plux more repeaters may ensure belter m-home coverage, and belter signal quality for
portables, Given that,_we are projecting 25% cost savings for Sirius” broadcast and operafions expense in 2013, however,
this item 3 uniikely to decline to sero as some ol the studi o expense (like Howard Stern’s operations in New York) are
hkely to continue.

Exhibit 10. Marger Model ~Broadcast & Operations ('000s)

2005A 2006E _ 2007E 2000E 2003E 2010E 2011E 1012E 2013E '0SA- 13 AGR

CurmyniBroade antd Operations $111.280 $145152  $149.507 5153,9?’.' $158612 §$163.378 MG $1N.1% HTAS1e 1%
_esx Saungs = = = = = = = = {12043}
Broadcasik Operationn $111,280 3145152 14350 845,992 B15617  $183. 370  HHSB2T $173319  $166.478 5.2%
Ya¥ Growth

CumentBromdcast & Cpemtn nn 0 4% 0% 0% L% 3 0% S 0% 30% J0%

Broadanst & Operatuns 10 4% 10% T L% 0% 3% 10% 10% 39%

Salele & Temesinal 34200 7S . 350 381 e Ay 33 e LY R

Brondecadt 6,810 4679 FLE ] 6,42 L v 776 8610 29 468 052 78%

Operaions 24489 10348 LT 47 4438 Za 4657 85T 41011 67%

Tomb SE3 424 $105986 $109,165 $19243% $115811 $119.287 122868 5126552 §110.040 5.7%

“ateMe andTrangneson I 9, < E . ;! 5481
“awngeng %ol TotaEapences - - - - - . = ALY
Savings - - - - - - - 3043

Source. Conpan yDucuments Bear, Fearns & Co Inc

@ Programming & Content. Programmung and Colent likely coubd be a significant suwree of cost savings given that many
muste (ormats are similar amd that the tvo compumes mdependently heve bed up the contracts tor big ticket content like
MI.B. TToward Stern. Oprah. NASCAR, NFL. and NUHIL However, given the increased sub base, especially For specialty
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autsonreed confeal. we ke e ik the agoresie ~peading may declie Rinher. the question would be whether the larger
scode would resull in g stublicaton of the anerease i the cost of content that tvmeally happens whenever a content
contract 15 renewed, or will the cost ol the coment eeline on an absolute basis. We behieve that mamgement likely will
evaliede each contract with regard te the atircoveness of the content as well s the value added in the relotionstap with
the contert owier. [nany case. we telreve the cont of content pef - ; Lyanl L& % Spros
uver hwice the subs) when the ugreeimems are renewed.

~ MLB. The ML ¢ontract rims through our entire Torecast pertod and as such, cannot result in cost suvings
explicitly. However. when the contract comes up lor renewal, we think renewed rates could be at a significani
discount w0 the current 360 milhion annwaily. The primary reason is that XM's MILB coverage likely has not
restlted in stellar sub growth Jureng the past twe sears, and Sirtas fag il tken market share af retail.

> Heward Stern, In our existimg Sinns model. we have inereased the cash component of [loward Stern’s
compensation by $10 million per vear utter his current agreement expires. Given Stern’s following and his
exclusivity 10 the satellite radio platform. we think he will conpnee to remain valuable to satellite radio. We are
not_assuming any sigmlicam decling mn hiy compensation_ alter his current contract expires. Agun, on a cost per
wub basis, we think the cost o Howard Stera s contractlikely will be siamificantly fower than currently.

Oprah Winfrey, We are 3 anse relating o Oprah after her current contract expires. Despite
the start of her dedicated channel in K06, Sinus has mainmined ity commanding  retail market share (and even
uxreased to 60% in Decemnber), which could anply Ut her chanmnel 15 not thal bg a draw on radio.

o NASCAR. This contract has stpmlicant scope lor savings, us the recenl Sirius bid was significantly higher than
XM s Alter the 3 vear term of the current contract expires. we are nol_projecting any cust savings to our exasting
projections. However. the renewal raies on this contract remaing uncertain as Sinus will only begin marketing
NASCAR this vear, and XM (which bad the exclusive rights imriadly) chiose ot to bid as apgressively as Sinus
when it had come up for renewal .

»  NFL Sunday Drive. Like the NASCAR agreement, we think this contract too has significant scope for savings.
Alter vear term of the current contract expires i 2001, we_are projecling no cust savings (o our existing
projections,

NHE. Ths expense is prinanly borne by XM Camada. While the potenbial tor cxpense reduction centaindy exasts,
we think the cost impact would aot be material to the 118 operaltons.

= in-llouse Content Costs. Given the dupheanon i the programming, we think this line item cowld present a
sgnilicant source of ot savings. However, we think the MergeCo may try to strengthen 1ts in-house contemt
cxpertise 10 order to contain the costs of the outsourced content. As such, we are projectrng 40% reduction in in-
house content costs lor both compames.

. Content Royalties. We arc not_projecting any sivines on our estimated 7 3% rovalty rate i the futere

BEAR, S$TEARNS & CO. LNC. 383 VADISON AVENUE NEW YORK, MY 7Y (212) 272 2000 WW W BEARSTEARNS. COM
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Exhibit 11. Merger Modet - Programming & Content {‘000s}

2005A 2008E 2007E 2008E L2008F 2010E 201tE 2017E 20138 D5A 13 AGR
Cument Prograrmming & Contant $222,203  $421,7%1 3583791 $648647 $70B238 $754, 118 sHi7.601  $360.477  $306,01% 19.2%
Letz Sevnge = = = SA038)  (/1961)  (ragaly  (id43) (30349 8337
Programming & Content $222.203  $427.791 $5B3.791 4613960 $EIG 270 S6TG469 $TISI58 720,128 SE12648 17.8%
Yo¥ Growth
CuneniFrogrmmmng & Content 925% 16 5% 1% 2% 5% 37% 59% 53%
Pregammng & Cantenl 975% Tot% L% 36% £ 3% 47% 1% 55%

Pra-Marper Costs

In-HouseProgammng Codds 350567 $104. 142 S1077& 3110484 3113799 SUV MY 120728 5124351 123%
Contenoyahes 72,000 16,063 T Ra1 140817 166,316 158105 4 50,551 [sxpensss 35.5%
Oprh Winfrey-RelatedC oy - 4583 18333 18533 11450 - - - —  thereatter -~
MLBReltrdCons = A4t 58440 e - e . 5500 . B0 L%
Total Pre-MegerConty $122,008  $200,288 $29968  $328.23¢ 5152064 $161,817 5ION926  $413,594 “37,132’\ 17.2%
Savinge Contrast
In-HouseProgracmeg Code - - §22.097 8520 446 889 148,792 $49 740 51,233 Expirse 2012,
Cantenfloyalws - - . - - - -
Cprah Winfrey-Helte Cosie - - - : - -
MLEHR sintedCa sy = = f = = = - =
Total Savings - - - §22,087  $45520 $46.385 548292 s49.740
Post-MergerCouts.
In-HouseFregmmmng Cody 350567 §104 142 §10/28 388,387 363z’ $/0028  $72437 5i4E11 54%
Canlenfoynins , 22,000 i6 063 1159551 140813 166,116 188105 Z0969F 200743 355%
Oprah WinfreypReltsdCouts - 4583 18313 18,333 13./50 - - - -
M 3RehladCods 50,441 H4.500 S4.500 58,500 58,500 8,500 53500 53500 58,500 =
Total Post-MarperCoste $123,008 §203.29%  $299.68 205,137 FI06Z48  $316,632 40634  $I63854  §386,900 15 4%

Pre-Margar Cosin

Cont of Sudisd Aaff $52075 $67.102  $59958  $62955 966,103 $69.408 7T/ $76 523 5 6%
BM/SACAPISESAC Roates 24225 61.310 99355 133,133 165,440 193563 16468 236032 - M7%
NFL SundwyDme 22.3968 260190 22529 ;2829 72828 22,829 2289 22828 0 0M%
NASCAR - - 21500 21300 21500 2500 TIEN 1500 3YearContraet | _
HowprdSam - 304100 #0000 30,000 3040 30 000 0608 30300 FpinesYE 2011 =
Total Pre-Merger Couis 399,195 3224502 328414 3320417 3355872 187100 M21675  $44559) | 214%
Savings
Cod of Studiosd Faf -- - - §12,5%1 126 441 27763 32914 $30.609
BMI/SACAPSESAC Rovales - - - - - - - -
NFL Sundaslime - - - - - - - -
NASCAR - - - - - - - -
HowardJem - = = = - = = = =
Total Savinge - - $12,599 $26441 $2T763 329151  $30.609 $32140
Post-MergerConts
Codol Sudwal Saft $52075  §57.12  $5998 350364 339,662 $41.645 343727 345914 548200 {101%
WSACAPISESAC Aot s 24225 81 310 99855 133133 165 440 193461 16468 236037 154,208 M 2%
NFL Synda)yOme 2: 356 (6080 22878 22879 22409 024829 22829 22849 22829 oo
NASCAR - - 21500 21500 21500 21500 21500 24 500 21560 -
HowardStem = 30000 30,000 30,000 86,000 20900 3,000 90.000 30,000 =
Total Poat-Merger Conts $99,195 $224.502 $23414 307828  $329,431  $359,537 NB4 524 $416,274 $438,748 20.4%

Sourge CampanyDocusents Bear deamsd Lo inc

D Research & Development. We have assumed that Sirtus svstem would he discontinued when it reaches end of life,
likely in eartyv-to-mid next decade Ciaven thal. we are projecting 75% cost savings tor Sinus’ research budget atler the
merger, We think the combined entty likely il spend muore than cur current estimates for XM as 1t devotes resources (o
developing value added apphcations and services that would be added once the next gencration satellites are in place.
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Exhibit 12 Morger Model - Rosesrch & Devalopment (000w}

2005A 2006E 2007E 2008E JU0SE 0106 2011E 2012E 2J043JE 05A- {3ECAGR

Curmeni Researchd Development $7T4.143 3708106 5102446  $10%513  $108685 §1t1 819 31“,6]5 SH7.127 8120907 5.3%
Less Sawngs — - - ReL 804 ANd4d) i50068) H1eds) 2814 54.134)
Researchk Development $74.141  $108,106 5107 446 $81.712  $59.642 361,150 383,107 $64.914  $56,77) (1.3/%
YoY Grownth

Cuneniftesenrchd Dewglopmani 45 5% 5 71% T 0% 0% 2 7% 2% 2% %

Research Nevelo pment 4k 5% 5% {0 r% 125 0% ;% 7% 7% 7 9%

Ressarmché Caveinpment 331218 309621 0808 342004 143095 »MS594 0 345931 347309 148729 5.1%

Re surch& Dewbprent

Cawngsae %of SusExpanses . Y% F0%
Savingm - - - $72007 349,040 $30.26% 355N $52,814  $54104

A% 0% 5% +5.0%

Courre. ConpanyDocuments, Dear. JJeamsd Co Inc

@ General & Administration, For G&A, ur .
Sirius, as most ot the activities are virtually duplicated at lhc W Cntities.

Extibit 13 Marger Modal —General & Administration (‘000

2005A 206E 2007 2008E 2009E J010E 2011E 2012E 2013E ‘03A-13ECAGR
Comeni Generai & Adminislraiin f BT UL I TE{O6 17505¢  3181,12 1865/ 192,15 197,921  $203,B59 08,9 3.2%
Less Savngs = = = LG (6306) A4 0762} (ALIED)
Generalk Adminiwiation $102,695 $170.728 17500 $145.248  $112681 016091 18,512 1087 5126790 25%
Yo¥ Growth
CurentGeneral§ Admnetraion 646% 10% 10% 0% J 0% 0% 10% 30%
Genaral & Admmmtratian G4 6% M 17 4P 22 A 3% 10% 30% J0%
Ceneratd Adrmalintion §43.864 380546 B2 967 85451 18a L1y 30 658 1931375 896, 1/6  $39 061 10 7%
Conetal§ Admwnaration 353831 %0 103 90 LR @5 575 SHER4D 151501 5104546 5107583 110913 80%
Savngsas %of Sougbpenses 3% +h 0% B3 790% 75 0% 750%
Savinge -~ - - $35.978  §73,908  $76.128 §70.410  $BO.76F  §83,18%

Source. ConpenyDocuments; Bear, deams& Co ‘e

@ Marketing Expenses. We have assumed 8 33% reduction in the advertising & marketing budgets given that while the two
operators would ot need to compele with cach other, the increased competition for media time in the car will force the
MergeCo to stll continue 1o spend aggressively o gain maintaim share. However, during the imbal transiion period, when
the MergeCo begins selitng XM ruhios exclusively at rotil. the cnmhncd cnllty likely will need lo mcrease :ts markctmg
budget to ensure a smooth transiion a1 the retul level. i :

acquisinon costs mirror those of XMon g standalone hasig buscd on the assumption that the mergcd company would only
be sethng XM-based racdios. With scale. however. there is sigm ticant potentiat tor further cost -avings, especially among
Sirius” auto OEMs which are sull working oll the 15t and 2nd gencrubon chipsets that are signficanly more expensive
compared to what the XM s OEM purtners are deploying,
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Exhibit 14 Merger Model ~Marketing Expenses (000w}

20054 200 2007k 2008E 200! 2010F 2011E 2012E 2013E O5A-13ECAGR
CumentMarketing Expenves $954.918 $1.010,718 5365473 5461527 $8G9.BET SHOOBES SOB446( 5298137 5025807 (0.47%
! esx Savngs = = = ull. Q08 Lagedh) oo idll) (41 449) (GG ER()
Mo etingExpenues $954,916 31,018,218 3965473 3776962 $722059 S728.565 ST20014  $7IGGET  E7TSH950 {2.97%
Ya¥Y Growah
CumeniMarkeing Expeinses G &% 2% ('CL% % 1 1% 0 4% 15% GA%
Markelng b xpenses te% th 7% (1% O™ 3 8% 0% 1% 0%
e |
Pre-Merger Costs
Reterbond Support 2: 275 310029 M43 $215/4 - 3328534 $33972 534429 §3% 987 317 067 6.6%
Cubadws & Distrbuten 64719 .79 HES WENY | a4 ose? e 1hd SAZT704 2384 745422 09)%
Adwitmng & Marketng W33 1218 102984 LLBRd  LpRd L0 L4418 44920 194588 ¥
Total Pre-Meger Coste $450,006  $417,922 S41764 3430741 $401,515  S440.154 51,081 $463,32% $477077 2.1%
Savings
Retentond Support . . - - —
Subadies & Dtnkubon - - - - - - - - —
Advertiang & Madkatng = = = LM 24 L Pt Wi A8 d2dde 44014
Total Savitge - - - $27 698 $57053 §50.765  S60.520  §62344 564,214
Pout-MargerCosts
Retantond Suppost §22279 $10.139  $31043 31974 232934 $23922 334839 535987  §37 067 66%
tubsdesd Ddrbuton 264,419 79568  JiER 230914 LeRE97 28154 12704 L3842t 245,427 05
Adverteng & Markatng 1317 a8 1ag96d 10498 15506 04y 12 8% 857 110374 -
Total Post-Merges C osts 5450,308  $417 927 41764 5403045  FIT44E2 5304386 5390,523  $400,985 $442,883 Him
s . .|
Pra-Merger Conta
Jalee andMeteting 154,969 150,809 162 564 167 853 117889 1/8.076 183,418 188 920 194,588 2.9%
SubserberAo ustion Costs 349,641 414447 364108 264932 JEEAfT  UE2613 49982 M5 HBY 54142 B3I%
HewardStam Sub Bounty = = 20780 = = = = = = =
Total Pre-derger Conts SS04610  3$600.206 $S47BY  S432708  FAIBIEE 5440709 3433400 $424.808 $443.730 {1.50%
Savings ' ApnucningSirl e’
lakx andMarketing - - — $77 646 4,214 SAC iy theBame

whogbef Acquaalish Costg

A TES 35,092 36 762 18.429 | evolas XMz 30
Howardem Sub Bounly

= = = = = = = = = MageCoBegins
Total Savinge - - - $50.869 333960 SUIEI0D ON.620 59106 $102643 SellingOniy XM
Post-MergerCoats Rade
Sals ahdMarkelng $154959 3180309 3167964 3140150 §1'5836 5119310 $122890 5126577 3130374 2.1%
Subscrber Aqusdion Cusly 49641 419,487 164108 231./56 217562 QITmER N4 209126 115710 5.9%
Howard Slem Sub Bounty = = 0 5 = = o B = = =
Total Post-Merger Conls $S04.610 3600796 $54703 3373947 §l43 97  $347.479  $3377B0  5335,702  $346 087 46%

Source. ConpanyDocumeris: Bear. deams & Co mc.

WIIAT TO 1.OOK FOR IN 2007

Retail ikely to Become a Smaller Component of Grawth in the Future. XM recently ammounced that Honda will be factory-
mstalling XM radios 1n more thun 030k velacles in the 2007 wodel veur, svhich s e with our propections, and about 100k
more than their installs in the inadel vear X06 vehicles. o addinon. Honds 1s ulse expanding availability of the XM-enabled
Nav railic application for the novigation sy stems in ity sehicles, which will nwrease XM s ARPU . As the OEM partners For both
XM and Sinus oxpund  Tactory-umstyll deplovments and consunrers replace their ofder nomsatellite radio vehicles with newer
salellite radio-equipped uttomobnles, we think consumers Trkely wall have @ lower propensaty to buy  atter-market plug--n-play
receivers. Over time, we behieve that retaif sales of sateline radre ikelv will be hauted to wearables (hke the Inno and Stiletto),
home-based receivers (like the XM-enubled amplitiers or boombxoxes). peripherals like the XM Passport that could be ~plugged”
imto a vartety of devices, and potentafly, o small nunber off recevers tor consumers who want XM but have Sirius-enabled
vehicles, or vice versa.

Satellite Radio Seasonality Likely Determined by I'rends in the Targer Auto Electronics Market. Throughouwt the weekly
channel checks we conducted during November and December 2006, we found that while most consumer electronics stores were
packed, trafficin the car sudio section remained anenne. [he salespersons we spoke with suggested that the car audio category
picks up scusonullv in the Spring and Summer as people begin venturing ot after the Winter, which s in Tine with our
expectations. We think over the pust 3-4 vears this scasonahity mav have been musked by the keup by the early adopters,
consumer clectronics enthusiuses (especially tor the XM2Zeo tvpe of products), wid Howard Stern. Satellite radio ts primanly
meant for the vehi¢le environment; in the uttermarket, we think the seasonality inherent i the larger udto electronics market may
becume more prominent 1n 2007.
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Focuy Shifts ta OEM; XM'S Story Becomes Intevesting, As ivestor tocus Shilis bevord W00 and mto 2007, we think OFEM
deployments will become more mnportant s will osed carsales, and Tikely sl be a key pot of dilterentiation with Sirius, whose
OEM prtoers trol XM's in terms of deplovinents and are also lossng market share o XM's pariers. Wiale XM has traditionally
outlined OEM plan commuiments at its analvsts day at the CES we xlieve that the conygamy is unfilely o host the cvent this

year. As a result, we would expect more mmoumcenemts from XM Cannlar to the recent one about Homds ) regarding their OEM
pariner deployments in the near utbre. melding those from GM. Tovora, and lvund.

Tn our mudel, we are projecting total subseribers at abowt B4 il by vear-end 2010 (which s below management guidance of
“high teens” of pnlhons subseribers, and previous wndunee of 20 nmllion: by 2010) and 17 mmilion by sear-cnd 2013, In 2007, we
expect XM to end the yeur with9.2-9.3 million subscribers, down from about 10 million previously,

Exhibit 15 XM Satelle Radio - Total Subscribw Projections (000s}
TONEA - JOME . ISIE O TR T NIE W SR WAV L

Totar Subscribe Buse

Begerwy Swhscrbers 1272 5,33 Lo 4 248 1 176 12473 [EXT] 14 804 073
Troen Addfiew 8 g bR L] L0 1,57 LN ] 5,16 5838 (%13 4,50 59%
Dt ongetn N
€ M Pramotional D onvmct s {1.47) 17 189) 14.026)
s Decomecta Lo i | i1} ol o
Totam i tomeis (. vok) FET i, Bubwcribats by 213 in
Nt Adl theres 16! 1.3 357 [ow curent medel
g Subssribary Y "1 12,423 . Cagay’ 4%
M imginl  ontdy 2N %2 %2 ] %2 2 %
P rrying Subacnbet Hnee 5477 ] 457 16 106 12 1> 402 12,406 14473 15 206 13 6%
CF M Pramclrisl Subatnbers 61 627 A7 "l it Hcis 1808 1 600 1.7 179%

Source. CompanyDocumenis, Bear, deamnsd Ca Ine

Q@ Retait Projected to be About [0% of Tatul Subscribers by Wil. Inour model. we are conservatively projecting gross
additions trom the retail chinnel o declie by 200 vvery v car going Torward, afler dechining 13% YoY in 2007. By 2013,
we are cstimating about 2 milhon after-market subserbers. which is projected o decline from the peak of about 4 4
milion i 2007, and represent about 1070 ol the total subsenber base 1 2003, In 2007, we expect XM to end the year
with about 4.4 million after-murket subscribery, adding sheut 250k net new subs in the yeur.

Exhibit 16 XMW Sateliite Radio - After-Market Subucriber Projections ({'000s)
; 4E JOHIE % /1% 7€ ID1E HiE THIE  VA1IE CAGR

Rogrorg Subacibers 1412 4 o+ 108 4 181 1340 7 a7
Grows Additions 160 1,72 1119 Ay m 568 45

Diseonneets i} WA L2380 194, § U aea
et Ackdticowe i, " " [EL] wm 1) T

()
o
482
End g 5ubsartbers 417 (%) ¥ ] 1491 1,8 2867 27 ing 7
C Moty huash &) ™ o V2 [10% 1T P of et Basy 1n carant magd | ol to Incresss

Source. CompanyOocuments Bear, Jeamsd Co. inc

Sirius Trails ¢n the OEM Front but its Partmers Could Become Very Aggressive, Sirius™ partners arc significantly behind
XM’s purtners in terms of satellite radio deplovments. [n addimon. Sines’ partiers have conststently been loang market share in
the US.. diming the pust few vears, in 2005, Sinws” purtners’ market share was about 41%, and since then, XM's partners,
including Foyoa and [Hondn, have gained ¢ven more share. However. Sirius’ primery purtners. DaimlerChrys ler and Ford, have
stated that they are going to apgressively deploy satellite radio in the uture Ford Canada. for example, is planning to make Sinius
standard across all vehicles which we think could become the model for the U8, too. 1T that were to huppen, we think other
automobile manufaciurers may be more inclined to tollow suit inorder te rentan competitive in the market.

In vur model, we are projecting iotal subscribers of - E43 mmthon by vear-end 203, about 2.5 milhon lower than our projection

for XM in the same vear, with the difference primanly Jdniven by the market share in the OFM Jistnbution chanrel. In 2007, we
expect Sirius to end the year with 8.1-8.2 million subscribers.
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Exhibit 17. Sirius Salalite Raiie ~Totdl Subscriber Projections {000}
A ARE R L AT B AN A J0TF BATE AR

[ingrtwyg Cubscrbars 1143 i Pbx) 4149 R [His'T) B (X1} 1818
Tirogs Adeliti o 2,518 1R 1978 (ALY 4,580 9, 158 220 5,452 3 /a2 (X1
Liconmcte Wm

X MPromotionsllucomeis 2 ) {240 (2 151 220 e 14.500%

Ot Doc onnac e i 14} ) E 24 Lm L0 .
"otal Dmcarmetis L] 2l )] it 159 14 (59} 149600} 3 15.120)
Mot Ak b o 1A PRt [R7:Y 13 1108 0 15 (abwd 7 5 Wil oy |
ey Subacyibers nt TN 119 EXH ] M5 12,14 13,11 12518 [:u.,q,
Aver x@ Subscrbers 1817 e fi 1} 10,638 184 12,708 3,00 . ICutvont Projectise]
vt e Mgt bl C s 1 5% 1 % e A A o) D 2t S 0% o Xt

Cauree CunpenyDacumenis; ear, Jauams& Co inc

@ Retail Projected to he About 15% of Total Subscribers We are prjecting gross additions trom retad o decline by
wbout 2000 cvery vear gong fonward, as we did Tor XML wd we wssume tat the retand market share for Sirtus remains at
35% lor the foresceable future. By 2003, we are cstumating about 2.4 million witer-market subscribers, down from a peak
of 4.7 miflion in 2007, In 2047, we expect Sivius fo end the yeur with aboat 4.7 million sfter-market subscribers
(and higher than XM's projected after-market sub count of 4.4 million), adding about 500k net new subs in the
year.

Exhibit 18 Sirius Satelite Radio ~After-Markat Subscriber Projections (000
=T e

Altgr Ml Subsinhers

Ty Libe cibarn 7] 149 4188 1.674
Graws Addbl ame I Py 160 1,37
Liscennects (=19 34 ) L5
ot Addtisms 10w 141 kL] mj
¢ rding Bulmenbery. 1M (%1 ] daid WYY
Average Subscrbers 171 11N 440 d 609
Manthiy Charn 11% 1% L 2% DA%

Source. CampanyDotunwenis, Bevr, e wns& Co. I
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* Sirue Satelite Radio (SIRI) - 3 3.85 (as of January 22, 2007 16.00 £7) - Peer Perform
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the FM modulator power | evels, among others
Valuation Methodology- DCF with WACC of 12% and turminal growth e in perpefuty of 4%.

Sirius Satellte Rado(SIRT): Dear, Stearns & Co. Inc. 18 a market maker inthis company's cquity securties.

XM Satellite Rodio{XMSR). The subject company s of dunng the past twelve (12) morthe has been a norrinvestmen t
banking cliert (secuwities related services) of Bear Steams & Co. inc,

XM Satelite Radi(XMSR). Within the past twelve monthe, Bear, Steams & Co. inc. or one of s affitiates has performed, oris
performing, investment banking services for which it kas roceived a fee from this company

XM Satellte RadioiXMSR). Bear, Steams & Co. Ihc. s @ market maker in this company's equily securties.
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Bear, Stearns & Co. Ine. Equity Research Rating System:

Ratings_for Stecke (va. analyst coverage universe)
Outperforrn (O) - Stock is projected to outperforrn analys 's industry coverage universe over the next 12 months.

Peer Perform (P) - Stock is projected to perform approximately in line with aralyst’'s industry coverage universe over the next
12 months.

Underperform  (U) - Stock ie projected to underperform  aralyst's industry coveraga universe over the next 12 months.

Ratings for Sectors (vs. regiotal broader market index):

Market Overweight (MQ) - Expect the industry to perform better than the primary market index for the region (S&F 500 inthe
US) over the next 12 months.

Market Weight (MVW) - Expect the industry to pefform approxirrate ly in fine with the pnmary rmarket index for the region (S&P
500 & the US) over the next 12 months.

Maiket Underweight (MU) - Expect the industsy to underperform the pimary market index for the region (S&P 500 inthe US)
over the next 12 morthe.

Bear, Stearns & Co. Ine. Ratings Distribution as of Decembar 31, 2008

Percentage of BSC universe with this rating / Percentage of these companies which were BSC wmwestment banking clients in
the last 12 mortha.

Outperforn (Buy)y 410 /83

Pear Petform (Neural) 495/80

Underperform (Selly; 95/00

Securities covered by the author(s} of this report include:
Robert Peck (Satellte Caommunications). Sinus Salelife Radio, XM Satellite Radio, SES Global S A, VIASAT INC
Kunal Madhukar (Satelite Comenuncations) WorldSpace Inc.
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subject to Secuties and Exchange Commission reporting requir emerts, therefore, information regarding such issuers may
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CIR 230 Disclaimer
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